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At all tinmes relevant to this Informati on, unl ess
ot herwi se i ndi cat ed:

| . Backgr ound

A. Conmput er Associ at es

1. Conmput er Associates International, Inc. (“CA"),
was a Del aware corporation wth its headquarters and princi pal
pl ace of business |located in Islandia, New York. CA was one of
the worl d’ s | eadi ng manufacturers and distributors of conputer
software for use by businesses. CA s reported revenues for the
fiscal year ending March 31, 1999 were $5.253 billion. CA's
reported revenues for the fiscal year ending March 31, 2000 were
$6. 776 billion.

2. CA was a publicly-traded corporation, the common

stock of which traded on the New York Stock Exchange. CA's



2
sharehol ders were | ocated throughout the United States, including
in the Eastern District of New York.

3. CA did not sell or transfer title to its products
to its custonmers. |Instead, CA licensed its products pursuant to
i cense agreenents by which CA's custoners agreed to pay a one-
tinme license fee and an annual usage and nai ntenance fee.

B. Certain Rel evant Accounting Principles

4. As a public conpany, CA was required to conply
with the rules and regulations of the United States Securities
and Exchange Comm ssion (the “SEC’). The SEC s rul es and
regul ati ons were designed to protect nenbers of the investing
public by, anmong other things, ensuring that a conpany’s
financial information was accurately recorded and di sclosed to
the investing public.

5. Under the SEC s rules and regulations, CA and its
officers were required to (a) nmake and keep books, records and
accounts which, in reasonable detail, fairly and accurately
reflected the conpany’s business transactions, including its
revenues and expenses; (b) devise and maintain a system of
internal accounting controls sufficient to provide reasonable
assurance that the conpany’ s transactions were recorded as
necessary to permt preparation of financial statenments in
conformty wth Generally Accepted Accounting Principles

(“GAAP”); and (c) file with the SEC quarterly reports (on Form



10-Q and annual reports (on Form 10-K) which included financi al
statenents that accurately presented CA's financial condition and
the results of its business operations in accordance with GAAP.

6. Under GAAP, four conditions were required to be
met in order for revenue associated with a |license agreenent to
be recogni zed: (a) persuasive evidence of an arrangenment was
required to have existed; (b) delivery of the |icensed products
was required to have occurred; (c) the license fee was required
to have been fixed or determ nable; and (d) the collectibility of
the license fee was required to have been probable. Wen witten
contracts were used to nenorialize a |license agreenent, the GAAP
“persuasi ve evidence” criterion required the contracts to be
si gned by both vendor and customer. Accordingly, under GAAP, in
order for CA properly to have recogni zed revenue froma |icense
agreenent in a particular fiscal quarter, the |icense agreenent
was required to have been signed by both CA and its custoner
within that quarter.

C. The Def endant

7. The defendant | RA ZAR was enpl oyed by CA from 1982
to 2003, during which tinme he occupied a variety of positions.
From approxi mately June 1998 to COctober 2003, ZAR was CA' s Chi ef
Financial Oficer (“CFO). ZAR s duties as CFO incl uded, but
were not limted to, overseeing CA's Financial Reporting and

Sal es Accounting departnents. During his tenure as CFO, ZAR



reported directly to CA's President, who, beginning in August
2000, also held the title of Chief Executive Oficer.

D. Consensus FEsti mat es

8. CA regularly issued public predictions at the
outset of each fiscal quarter of the revenues it expected to earn
during that quarter. Based in part on these predictions,
prof essi onal stock anal ysts estimted what they believed woul d be
CA's total revenue during the period and predicted the earnings
per share of CA stock. The average of the estimtes of the
pr of essi onal anal ysts was commonly referred to as the “consensus
estimte.”

9. CA's officers, executives and directors, including
t he defendant | RA ZAR, understood that CA's failure to neet or
exceed the consensus estimate for a quarter would likely result
in a substantial decrease in the conpany’s stock price. For
exanple, on July 3, 2000, CA issued a press release which
reported that the conpany expected “financial results for the
first quarter ending June 30, 2000 to be |less than current Wall
Street estimates.” In the press release, CA cited as one of the
factors contributing to its failure to neet the consensus
estimate “the fact that several |arge contracts that were
expected to close in the final days of the quarter have been
delayed . . . .” On the date of the press rel ease, which was

i ssued after the market closed, CA's stock price closed at $51.12



per share. On the next trading day, July 5, 2000, CA s stock
price opened at $29.00 per share, representing percentage drop of
slightly nore than 43 percent.

E. The Schene to Defraud: the “35-Day Mnth”

10. Prior to and during CA's fiscal year 2000,
whi ch ended March 31, 2000, nunerous CA officers and executi ves,

i ncludi ng the defendant I RA ZAR, engaged in a system c, conpany-
wi de practice of falsely and fraudulently recording and reporting
within a fiscal quarter revenues associated with certain |icense
agreenents even though those |license agreenents had not in fact
been finalized and signed during that quarter. This practice,

whi ch was sonetines referred to within CA as the “35-day nonth”
or the “three-day w ndow,” viol ated GAAP.

11. The practice was referred to as the “35-day nonth”
because it involved artificially extending nonths, primarily the
last nonth of a fiscal quarter, for accounting purposes, beyond
the true end of the nonth. The practice did not, however, only
result in nonths that had, for accounting purposes, 35 days.
| nstead, nonths were often extended even | onger. Nonethel ess,
for the sake of sinplicity, the practice is referred to
herei nafter as the “35-day nonth practice.”

12. The central goal of the 35-day nonth practice
was to permt CAto report that it net or exceeded its projected

quarterly revenues and earnings when, in truth, CA had not net



its projected quarterly revenues and earnings. As a result of
the practice, CA reported falsely to investors and regul ators
during multiple fiscal quarters, including each of the four
quarters of CA's fiscal year 2000, that it had net or exceeded
its consensus estimates. |Indeed, in the last three quarters of
fiscal year 2000 alone, CA inproperly recognized and falsely
reported hundreds of mllions of dollars of revenue associ ated
wi th nunmerous |icense agreenents that had been finalized after
the quarter close. In so doing, CA made m srepresentations and
om ssions of material fact which were relied upon by nenbers of
the investing public.

13. As part of the 35-day nonth practice, CA sales
managers and sal espeople were instructed and pressured by high-
| evel CA executives to, anong other things, back-date |license
agreenents finalized in the days imediately follow ng the end of
a fiscal quarter to nmake it appear as though the agreenents had
been finalized before the end of that fiscal quarter.

14. As a further part of the 35-day nonth practice,

t he defendant | RA ZAR and ot her high- and m d-|evel executives at
CA routinely extended CA's fiscal quarters, normally for three
busi ness days. This practice, which was often referred to as
“keepi ng the books open,” was designed and executed so that CA
could falsely record and report revenues associ ated w th back-

dated license agreenents finalized after the end of fisca



7
quarters. The period between the true end of CA's fiscal quarter
and the date on which CA's books were actually cl osed was
referred to within CA as the “flash period.”

15. As a further part of the 35-day nonth practice,
t he defendant I RA ZAR regularly net and otherw se conferred with
two ot her high-1level CA executives (“Executive #1” and “Executive
#2”) in the days leading up to and follow ng the end of fiscal
quarters, including during the flash period. The purpose of
t hese neetings was to determ ne whether CA had generated for the
quarter just ended, including during the flash period, sufficient
revenues to neet the consensus estimate. In at |east two
quarters of CA s fiscal year 2000, ZAR and Executive #1 and
Executive #2 collectively determ ned that the total revenue
generated for the quarter was | ess than the consensus estinmate,
even after including the revenues inproperly generated and
recorded during the flash period. |In each such instance, acting
with the concurrence of Executive #1 and Executive #2, ZAR and
ot hers caused CA to keep its books open for additional days
beyond even the flash period to generate sufficient revenues to
nmeet the consensus estinmate.

16. For exanple, on or about January 6, 2000, the
def endant | RA ZAR net and conferred with Executive #1 and
Executive #2 at CA' s headquarters in Islandia, New York. The

three executives collectively determ ned that, as of that date,
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even including revenues fromlicense agreenents generated during
the flash period, CA's total revenues were nore than $30 mllion
bel ow what was necessary to neet the consensus estimate for the
guarter ended Decenber 31, 1999. Later the sanme day, Executive
#2 directed a senior CA sales manager (the “Sal es Manager”) to
negotiate and finalize a multi-mllion dollar Iicense agreenent
with a CA custoner (“Custonmer #1”). On or about January 6, 2000
and January 7, 2000, the Sal es Manager enticed Custoner #1 into
executing an approximately $60 mllion |license agreenent by
of fering Custoner #1 a substantial discount in the |license fee.
The agreenment was signed on or about January 7, 2000, but
backdated to nake it appear as though it had been executed on
Decenber 31, 1999. ZAR and others then caused CA to recogni ze
inproperly in the fiscal quarter ended Decenber 31, 1999
approximately $35 mllion in revenue associated with the
agreenent. On January 26, 2000, CA issued a press release in
which it falsely and fraudul ently announced that it had net the
consensus estimate for the quarter ended Decenber 31, 1999.

17. Nunerous CA officers and executives, including the
def endant | RA ZAR, conceal ed the exi stence of the 35-day nonth
practice from CA's outside auditors. Anmong other things, CA
executives engaged in a practice of “cleaning up” copies of back-
dated license agreenents before providing copies of the

agreenents to CA's auditors. This practice included, but was not
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limted to, renmoving fromlicense agreenents facsimle stanps and
ot her notations which showed the true date on which the
agreenents were finalized. ZAR was fully aware of and encouraged
this practice, which was designed and carried out to prevent CA' s
auditors, and by extension the investing public, from/learning of
CA's failure to neet or exceed the consensus estimates for the
gi ven quarter.

F. The | nvesti gati ons

18. In or about the beginning of 2002, the United
States Attorney’'s Ofice for the Eastern District of New York
(the “United States Attorney’s Ofice”), the Federal Bureau of
| nvestigation (the “FBI”) and the Northeast Regional Ofice of
t he SEC began investigations into CA's accounting practices,
i ncl udi ng whether, during the |late-1990s and thereafter, CA
engaged in i nproper accounting practices with the intent to
overstate its fiscal quarterly revenues to nake it appear as
t hough the conpany had net consensus estimates. Since June 2002,
a grand jury sitting in the Eastern District of New York has been
consi dering evidence about CA s accounting practices (these
investigations are referred to collectively as the *Governnent
| nvestigations”).

19. In or about February 2002, CA retained a law firm
(the “Conpany’s Law Firnf) to represent it in connection with the

Government | nvestigations. Through the Conpany’s Law Firm CA
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represented to the United States Attorney’'s Ofice and the SEC
that it was commtted to cooperating fully with the Governnent
| nvestigations. This representation was al so made publicly by CA
in press releases, SEC filings and ot her public statenents.
Additionally, in a press rel ease issued on February 20, 2002, CA
denied that it had engaged in any inproper accounting practices,
declaring: “The reporting of our financial results has al ways
been in accordance wth applicable accounting principles.”

20. Shortly after being retained in February 2002,
the Conpany’s Law Firmnet with the defendant I RA ZAR and ot her
CA executives in order to inquire into their know edge of the
practices that were the subject of the Governnent |nvestigations.
During these neetings, ZAR and others did not disclose, falsely
deni ed and ot herw se conceal ed the exi stence of the 35-day nonth
practice. Moreover, ZAR and others concocted and presented to
the Conpany’s Law Firm an assortnent of false justifications the
pur pose of which was to counter or explain away evidence of the
35-day nonth practice. ZAR and others knew, and in fact
i ntended, that the Conpany’s Law Firm woul d present these false
justifications to the United States Attorney’'s O fice, the SEC
and the FBI.

21. For exanple, during a neeting with attorneys from
the Conpany’s Law Firm the defendant | RA ZAR and Executive #1

di scussed the fact that former CA sal espeopl e had accused CA of
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engaging in the 35-day nonth practice. In ZAR s presence,
Executive #1 falsely denied that CA had engaged in such a
practice and suggested to the attorneys fromthe Conpany’ s Law
Firmthat because quarterly conm ssions paid to CA sal espeopl e
regularly included comm ssions on |icense agreenents not
finalized until after end of the quarter, the sal espeople m ght
assune, incorrectly, that revenues associated with those
agreenents were recogni zed by CAwthin the quarter. Executive
#1 knew that this explanation was fal se and intended that the
Conpany’s Law Firmwoul d present this fal se explanation to the
United States Attorney’s Ofice, the SEC and the FBlI as part of
an effort to persuade those entities that the accusations of the
former sal espeopl e were unfounded.

22. The Conpany’'s Law Firm al so arranged for
interviews of CA executives and enpl oyees by the United States
Attorney’'s Ofice, the SEC and the FBI. For exanple, on or about
Septenber 6, 2002, Lloyd Silverstein, then a CA executive, was
interviewed by nmenbers of the United States Attorney’'s Ofice,
the SEC and the FBI. Before that interview, the defendant |RA
ZAR and others nmet with Silverstein and encouraged himnot to
di scl ose the existence of the 35-day nonth practice but rather to
present various false justifications. Accordingly, during his
interview, Silverstein made statenents which he knew to be false

and ot herwi se conceal ed i nformati on whi ch he knew to be materi al
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to the Governnent |nvestigations.

23. In or about July 2003, the Audit Conm ttee of
CA's Board of Directors retained a second law firm (the “Audit
Commttee's Law Firni) to conduct an internal investigation into
CA's accounting practices, focusing on the 35-day nonth practice.
As part of its internal investigation, the Audit Commttee s Law
Firm conducted interviews of CA executives and enpl oyees.

24. On or about Cctober 3, 2003, the defendant | RA ZAR
was interviewed by attorneys fromthe Audit Commttee’s Law Firm
During the interview, ZAR did not disclose, but instead denied
and ot herw se conceal ed, the existence of the 35-day nonth
practice. For exanple, ZAR falsely stated that, during CA' s
fiscal year 2000, all license agreenents recogni zed as revenue in
a given quarter were signed by the custoner prior to the end of
the quarter. Additionally, during the interview, ZAR did not
di scl ose the participation of other high-level CA executives,
including but not limted to Executive #1 and Executive #2, in
t he 35-day nonth practice.

25. The defendant | RA ZAR and others also net with CA
executives prior to the executives being interviewed by the Audit
Commttee’'s Law Firm ZAR and ot hers encouraged these
individuals to deny the existence of the 35-day nonth practice
during their interviews and to offer various false justifications

intended to create the appearance that CA had not engaged in
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I nproper accounting practices.

COUNT _ONE
(Securities Fraud Conspiracy)

26. The allegations contained in paragraphs 1 through
25 are realleged and incorporated as if fully set forth in this
par agr aph.
27. In or about and between June 1998 and Decenber

2000, both dates being approximate and inclusive, within the
Eastern District of New York and el sewhere, the defendant |RA
ZAR, together with others, did knowingly and willfully, directly
and indirectly, conspire:

(a) to commt fraud in connection with the
pur chase and sal e of common stock issued by CA in violation of
Title 15, United States Code, Sections 78j(b) and 78ff, and Title
17, Code of Federal Regul ations, Section 240. 10b-5;

(b) to nmake and cause to be nade fal se and
m sl eadi ng statenents of material fact in applications, reports
and docunents required to be filed under the Securities Exchange
Act of 1934 and the rules and regul ations thereunder, in
violation of Title 15, United States Code, Section 78ff;

(c) to falsify CA s books, records and accounts,
t he maki ng and keepi ng of which was required by Title 15, United
States Code, Section 78m(b)(2)(A) and Title 17, Code of Federal
Regul ati ons, Section 240.13b2-1, in violation of Title 15, United

St ates Code, Sections 78m(b)(5) and 78ff; and
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(d) to circunvent CA's internal accounting

controls as required by Title 15, United States Code, Section
78mb) (2)(B), in violation of Title 15, United States Code,
Sections 78m(b)(5) and 78ff.

28. In furtherance of the conspiracy and to effect its
objects, within the Eastern District of New York and el sewhere,
t he defendant I RA ZAR, together with others, commtted and caused
to be coomtted, anong others, the follow ng:

OVERT ACTS

a. On or about October 6, 1999, at CA's
headquarters in Islandia, New York, the defendant | RA ZAR signed
on behal f of CA an approximately $102 million |icense agreenent
whi ch was back-dated to nake it appear as though the agreenent
had been executed on Septenber 30, 1999, the |ast day of the
second quarter of CA s fiscal year 2000.

b. On or about January 6, 2000, at CA' s
headquarters in Islandia, New York, the defendant | RA ZAR net
wi th Executive #1 and Executive #2.

c. On or about January 6, 2000, Executive #2
pl aced a tel ephone call from CA' s headquarters in |Islandia, New
York, to the CA Sal es Manager.

d. In or about early-April 2000, after neeting
wi th Executive #1 and others, the defendant | RA ZAR caused CA's

books for the quarter ended March 31, 2000 to be held open in



15
order to allow CAto neet the consensus estimate for that
quarter.
(Title 18, United States Code, Sections 371 and 3551 et

seq.)

COUNT TWOD
(Securities Fraud)

29. The allegations contained in paragraphs 1 through
25 and 28 are realleged and incorporated as if fully set forth in
t hi s paragraph.

30. In or about and between June 1998 and Decenber
2000, both dates being approximate and inclusive, within the
Eastern District of New York and el sewhere, the defendant |RA
ZAR, together with others, did knowingly and willfully, directly
and indirectly, use and enpl oy mani pul ati ve and deceptive devi ces
and contrivances in violation of Rule 10b-5 of the Rules and
Regul ations of the SEC (Title 17, Code of Federal Regul ations,
Section 240.10b5), in that the defendant | RA ZAR together with
others, did knowing and willfully, directly and indirectly, (1)
enpl oy devices, schenmes, and artifices to defraud; (2) nake
untrue statements of material fact and omt to state materi al
facts necessary in order to nmake statements made, in |light of the
ci rcunst ances under which they were nmade, not m sl eading; and (3)
engage in acts, practices, and courses of business which would

and did operate as a fraud and deceit upon nenbers of the
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i nvesting public, in connection with the purchases and sal es of
CA common stock, and by use of interstate comerce and the mails.
(Title 15, United States Code, Sections 78j(b) and
78ff; Title 18, United States Code, Sections 2 and 3551 et sedq.)

COUNT THREE
(Conspiracy to Qobstruct Justice)

31. The allegations contained in paragraphs 1 through
25 are realleged and incorporated as if fully set forth in this
par agr aph.

32. In or about and between February 2002 and February
10, 2004, both dates being approximate and inclusive, wthin the
Eastern District of New York and el sewhere, the defendant |RA
ZAR, together with others, did know ngly, intentionally and
corruptly conspire to obstruct, influence and i npede official
proceedings, to wit: the Governnent Investigations, in violation
of Title 18, United States Code, Section 1512(c)(2).

33. It was a part of the conspiracy that, beginning
in or about February 2002, the defendant | RA ZAR and ot her hi gh-
| evel CA executives agreed falsely to deny and ot herw se conceal
the existence of the 35-day nonth practice and to devise fal se
justifications whose purpose was to counter or explain away
evi dence of the 35-day nonth practice. The conspirators
communi cated these justifications to the Conpany’ s Law Firm and
the Audit Commttee’s Law Firm knowi ng and with the intent that

they would, in turn, be presented to the United States Attorney’s
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Ofice, the SEC and the FBI. ZAR and others well knew and
believed that these false statenents, together with their
conceal ment of material information, would have the effect of
obstructing and inpeding the Governnment |nvestigations.

34. It was further part of the conspiracy that,
begi nning in or about February 2002, the defendant |IRRA ZAR and
others met wth CA executives and enpl oyees prior to their being
interviewed by the Conpany’s Law Firm the Audit Conmttee’ s Law
Firm the United States Attorney’'s O fice, the SEC and the FBI
and encouraged these individuals not to disclose the existence of
the 35-day nonth practice and to conceal its existence by
presenting various false justifications for conduct that was
i nproper. ZAR and others well knew and believed that such fal se
statenments and conceal nent of material information would have the
effect of obstructing and inpeding the Governnent |nvestigations.

35. It was a further part of the conspiracy that,
on or about Cctober 3, 2003, the defendant | RA ZAR whil e being
interviewed by nenbers of the Audit Commttee’s Law Firm did not
di scl ose and ot herwi se conceal ed the exi stence of the 35-day
month practice. ZAR well knew and believed that his fal se
statenments and conceal nent of material information would have the

effect of obstructing and inpeding the Governnent I|nvestigations.
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OVERT ACT

36. In furtherance of the conspiracy and to effect its
objects, within the Eastern District of New York and el sewhere,
t he defendant I RA ZAR travel ed from CA's headquarters in
| sl andi a, New York, to the offices of the Audit Conmttee’ s Law
Firmin Manhatt an.

(Title 18, United States Code, Sections 371 and 3551 et

seq.)

ROSLYNN R, MAUSKOPF
UNI TED STATES ATTORNEY
EASTERN DI STRI CT OF NEW YORK



